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MEMORANDUM

State Board of EdUcatlOn 1/J JTO:

FROM: Mike Flanagan

Public School Year-end Deficits - Annual Report to the LegislatureSUBJECT:

The Department of Education is required by Section 102 of the State School Aid Act
to annually report to the Legislature the school districts incurring year-end deficits
and the progress made in reducing those deficits. Accordingly, school district cost
reports of revenues and expenditures for the fiscal year ending June 30, 2005, have
been analyzed.

Section 102(2) of the State School Aid Act (Public Act No. 94 of 1979, as amended)
states:

"(2) Not later than March 1 of each year, the department shall prepare a report of
deficits incurred by districts and intermediate districts in the immediately preceding
fiscal year and the progress made in reducing those deficits and submit the report
to the standing committees of the legislature responsible for K-12 education
legislation, the appropriations subcommittees of the legislature responsible for K-12
education appropriations, the house and senate fiscal agencies, the state treasurer,
and the state budget director. The department shall also submit interim reports
concerning district and intermediate district deficits as necessary."

As indicated in the attached information, 20 Michigan public school districts and
public school academies ended fiscal year 2004-2005 in a deficit position. There
were 19 such districts in June 2004, six of which eliminated their deficits during
the year ending June 30, 2005.

The Department of Education has in place a formal procedure to require school
districts to develop plans to eliminate their general fund deficits. This procedure
may include meeting with district administrators to evaluate and possibly
recommend modifications to their plan.

Questions about this report should be directed to Glenda Rader, Office of State
Aid and School Finance, at (517) 373-3350.
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FINANCIAL STATUS OF MICHIGAN DEFICIT SCHOOL DISTRICTS
2004 - 2005

An analysis of the 2004 - 2005 (fiscal year 2005) financial data has been
completed, identifying school districts that ended the year with a deficit. The
analysis is conducted using data c011ected on the annual comprehensive
financial report, FID, which is filed by the districts and from financial audit
reports prepared by Certified Public Accountants. Both reports are due to the
Department in November following the end of the fiscal year and analysis of
the data is usually completed by early February. The superintendents of
those districts determined to be in a deficit situation are contacted and
meetings between Department staff and school administrators and/or local
school board members are arranged, when necessary, to review their deficit
elimination plans in detail.

F6f-th-e-scn6OTTiSCar year-tnarendea June 30, 2005; ttrere were 2Ctdtstricts,
15 traditional school districts and five (5) public school academies, with
operating deficits compared to a total of 19 as of June 30, 2004.

Of the 19 districts that ended FY2004 in deficit, six (6) successfully
eliminated the deficit by the end of FY2005. These districts are identified on
Attachment B. The remaining 13 districts plus an additional seven (7)
districts comprise the 20 districts that ended fiscal year 2005 in deficit.
Attachment A lists the 20 districts and the basic financial details of their fiscal
situation and indicates their general status with regard to changes in their
financial situation between June 30, 2004 and June 30, 2005.

In summary:

No districts that began and ended FY200S in deficit were
successful in reducing the deficit to the level indicated in their
plan (Category A on Attachment A)

Two districts that began and ended FY200S in deficit reduced
the deficit, but not to the extent contained in their plan
(Category B)

Eleven districts began FY200S in deficit and ended the year with
a greater deficit (Category C

.

Seven districts began FY200S with a posjtive fund balance, but
incurred a deficit during the year (Category D)

In addition, two district ended FYOS with a positive fund balance, however,
they are anticipating a deficit at FYO6 year end (identified as "NA" in the
Category column).
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Attachment BMichigan Public Schools
with Deficits at June 30, 2004

and Positive Fund Balances at June 30, 2005

Fund Balance as of
6/30/2004

Fund Balance as of
6/30/2005SctK>ol District/Academv

-$1,188,643.00

-$1,914,391.00

-$1,114,320.00

-$256,262.00

-$191,615.00

-$114,800

$8,525.00
$86,584.00

$103,802.00
$540,930.00
$279,215.00

$69,891

Grattan Public School Academy
Arts Academy in the Woods
Casa Richard Academy
YMCA Service Learning Academy
Blanche Kelso Bruce Academy
Three Oaks Public School Academy


